= =gy  AnFnergy Ffficiency Workshop & Fxposition
Palm Springs, California

Energy Savings Performance Contracting (ESPC)

Jimmy C. Haywood, ESPC Lead Engineer, CEHNC

256-895-1719 or
jimmy.c.haywood@hndOl.usace .army.mil

And
Beth H. Dwyer, Contracting Officer, DOE
303-275-4719 or Beth_Dwyer@nrelgov
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~oih Energy Savings Performance Contracting
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Definition: A contracting method wherethe
contractor provides capital energy improvements
and maintainsthem in exchange for a portion of
the ener gy and ener gy-related savings gener ated.
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How ESPC Works
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Utility Utility
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Before ESPC During ESPC After ESPC
Contract Contract Contract




~==N KD EPACT, Executive Order 13123
Jiorgy
Reduce 1985 ener gy consumption by 35% by 2010.
Demonstrate ener gy technology (showcases).

EO 13123, Section 402: Agencies shall maximize G

use of available alter native financing mechanisms, ?

including ESPC. /o=
&

Reduce greenhouse gas emissions 30% below 1990
levels by 2010.

Why Energy Saving Performance

Contracting ?

Declining budget for installation of state-of-theart, energy
efficient equipment and thereplacement of failed and
failing systems

Fewer maintenance personnel

Preventative maintenance no longer possible
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":"2EE The Value of 3" Party Financing
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EACT:

3rd Party financing will eventually cost morethan
directly funding projects dueto the compounding
value of interest

It does allow you to obtain new energy- efficient
infrastructurewith $0in capital outlay

Eligibility Requirements

o2 (to use DOD/DOE contracts)
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You must be:

A federal agency with government
owned facilities

No leased facilities

Located within a DOE or DOD
region, or international federal
facility (DOE tech specific)




Corps of Engineer’s

==K ESPC Program
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Over 16 yearsof experiencein business

ESPC team essentially in one building - produces
synergisticresultsfor customers

Ability to use national and inter national Cor ps assetsto
leverage customer support

Over in ESPC awar ds (investment) and
over in avoided coststo date

Corps of Engineer’s
ESPC Program




Corps of Engineer’'s
==K ESPC Program
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Labor & travel costsarenot pre-priced
Provides cost on project by project basis

Full support (technical, legal,
contracting, project management)

Current return on investment 50to 1

Quick start quantifiesESPC potential (approx. corps
cost: $13,000)

Contractorsprovide an estimate of their investment
by project

~=9rj2 ESPC Quick Start Process
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Provide HNC Sign agreement Select ESPC
Funding document contractor
ESPC contractor ESPC contractor HNC conducts
presents performs on-site
survey results site survey training

Decision to Provide HNC
move forward funding
using ESPC for

task-orders
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Hﬁ; Site Survey Results
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Project Contractor Submit HNC Cost Projected
Description Investment for Review to Award Award Date
1Upgrade Lighting $1,250,000  Mar 23, 2001 $31,250 May 14, 2001
2 Boiler Upgrade $750,000  Jun 18, 2001 $18,750 Aug 1, 2001
3 Electric Motors $800,000 Jul 22, 2001 $20,000 Aug 30, 2001
4 Gas Heating $1.200000 Sep 14,2001 _$30.000__ Nov 25, 2001

$4,000,000 $100,000
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Using HNC ESPC Contracts
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HNC  \Customer . ; ﬂn Team puts together
‘ N ESPC proposal

V=
Customer and HNC review =
ESPC Proposal




Using HNC ESPC Contracts

2 1 (Cont.)

After Government concurrence that the terms of
thetask order have been achieved, the contractor
may begin receiving payments

An acceptable proposal isawarded asatask order
under HNC's ESPC Contracts

Thecontractor implementsthe
projectsincluded in theawarded
task order
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ﬂﬁ; Resource Efficiency Manager
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Duties

*Energy Manager Support

*Develop energy policiesand
implementation plan

*Develop Energy Awareness
Program and Training

*Energy Accounting and Rate
Analysis

*Energy Auditsand Project
Development

*Energy Program Support
*Apply for Rebatesand Grants




Resource Efficiency Manager

2402 i
21 orgy Funding

Thefollowing methods are available for funding the
REM:

1. Installation providesfunding from O& M budget

2. REM costsfunded through existing ener gy savings
projects

3. O&M funding combined with energy savings
created by the REM

Lessons Learned

Review project after 1 or 2 years of operation.
Does project perform as expected ?

Did contract vehiclework ?

I's customer happy ?

What would we do different ?




Lessons Learned

~=22(¥)2 What would we do different ?
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Documentation of facility points of contact

in proposal & M&V reports?

Witnessof M&V testing ? A5
Contact customer mor e often after project Ady:

2 N.Z)
acceptance C\c&’

Insurethat M&V processis adequately /
detailed in the proposal ?

&

~==9§2DOE SUPER ESPC PROGRAM
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Regional and Tech-Spec Awards in place for 25 years, with 25 year
delivery order terms available

Permit agencies to issue delivery orders at no cost

Provides free DOE technical assistance through decision point for project
Priced menu of services thereafter, with flexible payments through
Interagency Agreements

Provides DOE CO/COR and PM support throughout process at no charge
Provides free Training workshops on ESPC itself, and how to issue
delivery orders against contracts

78 agency awards to date, since 1998, with $242 million in investment

80 Additional projects are currently Cl-approved and in process
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Lo, E’ DOE Technical Support Available
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FEMP Services
One-stop shop: project facilitators, agency

technical & procurement assistance for energy
and water projects

Offers a menu of services. Government- Y
identified project ~ $50K estimate \_)

Additional support available: a list of more specific
FEMP, federal staff and DOE contractor support

Contractor-identified project ~ $30K estimate
Free through initial proposal review

=92 Definition of Super ESPC
.:'.r,'_flw
+ Covers all facilities in a geographic region
+ Standardizes general terms and conditions
+ Multiple award IDIQs to cadre of ESCOs
+

Allows for revision of IDIQ terms by agency
in delivery orders

<+

Projects executed by agency delivery orders
placed against the IDIQ
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ﬁ The Two Types of Super ESPC
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4+ Regional (by DOE region)

4+ Technology Specific (international)

-, Geothermal Heat Pumps

-, Photovoltaics

-, Parabolic Troughs

-, Biomass and Alternative Methane

gﬁi&per ESPC Regional Areas

Denver RO
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=7 17 Routesto Issue a DO
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cCompetitive: Process is similar to conventional
competitive delivery orders.
-, Government-ldentified

oSingle-Source: CICA processes used in placing
IDIQs allows for single-source DOs without
protest.

-» Contractor-ldentified

2o Differences Between Approaches

- '—
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Project Definition:

Contractor-identified project

ESCO defines project, recommends ECMs, and
submits an initial proposal, as approved to do so

Government-identified project

Agency defines project’s technical specifications
and assembles information on existing equipment
(Site Data Package) and requests multiple initial
proposals (Not happening much)
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Potential Advantages of
~==(¥)2 Contractor-ID Approach
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+ Allows ESCO to get things started

Avoids SDP development & review of multiple
proposals

Typically results in more informal and faster process

Draws on project development expertise of ESCO
industry

+ Allows govt. to focus its resources
studying ESCO’s offer
working w/ESCO to develop scope of project
verifying price reasonableness and realism

=9 E’H ow to Pick the Contractor
1 ZTW
Agency Decision
Based on review of qualifications, past
performance/references/ESCO interest/etc.
Agency need not consider all eligible ESCOs

No protestability of decision/no complaints to
date

ESCO chosen provided Cl approval by DOE
COR before any proposal
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Phase 1. Project Planning

Explore Opportunities, Assemble Acquisition Team and Plan

Assemble

4 acquisition team

COR &
agency Informal COR”
review —p communications & ap'érgé% or
rocess and mutual interest .
P in_pursuing a project . _t_o submit
explore initial proposal

opportunities

=92 Phase 2: Initial Project Devel opment

s e
N QOO and Reain DN RER
| 2
pevelop Verify IDIQ Issue DO
PO RFP . . RFP &
Review of = |  Explore Cong. Notice of
E initial R Intent to
)‘ propesat Review of DO RFP Award
by DOECO
Initial
proposal
kickoff
meeting
\\
\4
Prelim. Initial - tNOl
i = indicates agency
e proposal commitment &
sy ESCO's expenses

recoverable
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Phase 3: Negotiating and Awarding
=N the Final Delivery Order

Crie

Negotiate and Issue Final Delivery Order

Proposal Notify Issue DO
eval. Congress if
> cancellation DOE Cg revie
- view
ling >$10M
I ceiling >$ of DO award
v [}
DES Prelim. Confirm that Final
kickoff negotiations ESCO meets negotiations &
meeting Lg pre-award revisions to DO
requirements RFP & final
prnpnc:l

Detailed DES/final
Energy proposal
La Survey

Phase 4: | mplementing
the Delivery Order

> Reviews and approvals
(before construction may begin)

Post-award
conference

Provide Payment & Cpmplete/sgbmit
proof of performance designs & equipment

insurance bonds select|onsland design (see next
construction par\lzngn slide) v




+Phase 4: mplementing the Delivery Order

,‘:-.,2 j;‘? Installation, Construction Period & Project Acceptance
.:’. [ | ;-I'
|
Notice to Verify installation; Acceptance
proceed with | [Inspections documentation delivered; of installed
installation req'd training provided ECMs

Punch lists, resolution
efforts, reinspections,
clarifications, etc.

Construction/
installation

Resolves punch list items,
ubmits req’d documentation,
provides req'd training

Phase 4: | mplementing the Delivery Order

=002

7y Performance Period

Eval. of ESCO — | Review and
Payments performance »| approve
to DOE M&V reports
A4
Joint M&V F;enceorndh::\zz osf | Close out

efforts fgy 9 p| delivery

(if any. per DO) periormance order

—(ffmecessary)

Invoices

M&V
reports

Annual  fe—

Transfer title
to agency, when

ookl
apprtante
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=9, ;;DOD/DOE DIFFERENCES
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DOD:
DOD handles
procurement
Cost of support
priced by project

Depleting term for
DO’s, with term of
contract

DOE:
Agency issues and
administers DO with
DOE procurement
/legal/COR assistance

Cost of support services
free with optional
priced services available
Up to 25 year delivery
order term available

18



